Example 


A & Co manufactured 500 coiling fans 
to fill an order by incurring 

Direct material Rs. 150.000 

Direct Labor Cost 100,000 

F.O.H (60% of Labor cost) 60.000 

Total Factory Cost 310,000 


VU 



Solution 


Work in process 
Material 
Payroll 
F.O.H applied 


310,000 

150.000 

100.000 
60,000 


VU 





Rework Cost on 
Defective Work 


Material Rs 1.000 

Labor 3,000 

F.O.H (60% of Labor coat) 1 ,800 



Solution 


Normal 

Loss 

Abnormal 

Lota 

F O H Control 

*.aoo 

Work In procaaa 

5400 

Material 

1.000 

Material 

1.000 

Labor 

3.000 

Labor 

3.000 

P.O.M 

1.000 

F.OJ4 

1 B00 


vu 









Solution 


Normal Lom 

Abnormal Lost 

Finished good* 310 000 

Wtort In proc«M 310.000 

Finished goods 30B 000 

Work in process 300 000 


vu 



Per Unit Cost 


Coat of good* manufactured 


Normal Lom 

Abnormal Loo* 

310.000 

NO 

300.000 


VU 










Example 


Spoiled inventory units 50 fans 

Spoiled units 


Total cost 


310.000 
500 

31.000 


x 50 


vu 



Example 

Spoiled inventory units 50 fans 
(Alternative option) 


Sooiled 

units 



1 50.000 


Material 

500 

100.000 

x 50 

Labor 

500 

60,000 

x 50 

FOH 

500 

x 50 


VU 


= 15,000 
= 10,000 

= 0.000 
1 31, 000 




Spoiled Goods 


Norm* Loss 

Abnormal Loss 

Scrap Inventory 10.000 

FOH Control 21000 

Wart in proems 31.000 

Scrap Inventory 10,000 
Worli in proems 10,000 


vu 



Spoiled Goods 


Normal Lorn 

Abnormal Loss 

Finished poods 270.000 

Wort In proems 270.000 

Finished poods 300 000 

Wort m process 300.000 


vu 












Per Unit Cost in 
Spoiled Inventory 

Coot of good* mtflutacturad 

PwunNcott* 

units manufactured 


Normal Loss 

Abnormal Loss 

77*000 

300.000 

490 

490 W 


vu 


Documents 

Material Requisition ^Worfc station Incharge 

Purchase Requisition ►Store incharge 


Purchase order ► Supplier 


VU 





Store Ledger Card 



vu 





Inventory Turnover Ratio 


Inventory Turnover ratio shows the 
stock position of the store room. 

In how many times inventory used 

In ventory Turn over Ratio 

Cost of goods sold or Material consumed 
Average Inventory 

vu 



Average Inventory 


Opening Inventory + Closing Inventory 
2 


VU 




Example 


Opening stock 1000 units 

Material Purchase 7000 units 

Closing Stock 500 units 


VU 



Example 


Opening stock 
Material Purchase 
Closing Stock 
Material consumed 


1000 units 
7000 units 
500 units 
Rs 7500 


VU 




Solution 


Inventory Turn over Ratio 

Material consumed 
Average Inventory 
_ 7500 

( 1000 + 500)/2 



Solution 


Inventory Turn over Ratio 

Material consumed 
Average Inventory 
7500 

( 1000 + 500)/2 
= 10 time 


vu 




